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NOTES ON FARM ACCOUNTING IN SOME EUROPEAN 

COUNTRIES 

G. F. Warren 

It has been said that war ends by the exhaustion of 
agriculture. Our own formula for it was: "Food will win 
the war." Probably the lack of it was the weakest point 
in all of the warring countries. Nothing is more depressing 
to patriotism than an empty stomach. The soldiers may 
have food, but if the people at home lack food, there is 
trouble. When sudden economic changes occur the con- 
sumer is unwilling to wait lor supply and demand to find 
an equilibrium. He calls for the price-fixer with his magic 
two-edged sword — one edge of which slashes the price to 
suit the consumer while the other slashes production to 
suit nobody. In the backward countries agriculture de- 
clined peacefully as it should in a well-regulated mon- 
archy. In the countries where the farmers were better 
educated and more up-standing they resisted the city-made 
policies that would give cheap food today and nothing to- 
morrow. By vigorously opposing the apparent patriotic 
movements of the Government, farmers kept agriculture 
alive. By serving their selfish interests they proved to be 
the best servants of public welfare. How could they meet 
the attacks of the price-fixers? One means was by cost ac- 
counting. Hence in the United States and in the progressive 
countries of Europe a great stimulus was given to cost ac- 
counting. There are better measures for comparing the 
status of city and country than cost accounting, but with 
the general ignorance of economic and agricultural ques- 
tions cost accounts seem to be the most generally accepted 
measure. The rate of movement of workers from farms to 
factories and from factories to farms, index numbers of 
agricultural prices compared with other prices, increase 
or decrease in efforts at food production such as the raising 
of heifers are often more significant than cost of production. 

Another factor in the development of cost accounting in 
Europe has been the question of taxation. The results of 
accounts are used to indicate the status of agriculture, as 
well as to protect the individual. 
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The primary service that cost accounts can render is in 
business analysis of agricultural production, not in making 
comparisons of agriculture with cities in order to see who is 
getting more than his share of the good things of life. Cost 
accounts furnish a basis for studying ways of reducing costs 
and for finding ways of increasing profits. Whatever the 
motive for starting cost accounts the large amount of data 
gathered will be of great service in making analyses of 
agricultural production. 

Accounting work in England is being done by the Insti- 
tute for Research in Agricultural Economics, Oxford Uni- 
versity. The workers in this are C. S. Orwin and Arthur W. 
Ashby. They keep accounts on a limited number of farms 
and are doing much other work in farm management and 
agricultural economics. 

As usual in agricultural matters, Denmark is one of the 
leaders. A Bureau of Agricultural Economics was estab- 
lished at Copenhagen. It is in charge of Professor O. H. 
Larsen who is also Professor of Agricultural Economics in 
the Agricultural College. The method of doing the work 
is similar to that used for cow testing associations. A group 
of farmers employ a farm accountant (often one of Pro- 
fessor Larsen's students) to go from farm to farm and keep 
the accounts. The Government pays one-half of his salary 
and the farmers pay one-half. He uses a bicycle to go from 
farm to farm. In the very open climate of Denmark and 
with small average size of farms, this works very well. 
The farms with which accounts were kept averaged 104.7 
acres. The first year when the farmers are not used to 
the work one man keeps accounts with about twenty farms, 
later the number may grow to thirty. Each of these farm 
societies is independent. They may or may not cooperate 
with the Bureau of Agricultural Economics. Some of them 
complete and publish their own results. One very able man 
has been so successful that his association includes 150 
farms and he has five assistants working with him. In 1921 , 
there were about forty such associations and about sixty 
accountants in the field keeping accounts on about fifteen 
hundred farms. Many of the accounts come to the Bureau 
of Agricultural Economics for summarizing. Those that 
are sufficiently complete and accurate are summarized and 
published. The results for 305 farms have been published. 
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Forty-six accounts were kept for three successive years. 
In 1920 and 1921, the central office tabulated the accounts 
for 466 farms. 1 

The central office employs four men and one woman. 
The system of accounts used is much the same as the com- 
mon system used in America — cashbooks, labor books, feed 
books, ledgers are kept. The labor cost is distributed ac- 
cording to the hours of labor on the enterprise except some 
special labor like potato picking which may be charged di- 
rectly to the account. Fertilizer is usually distributed ac- 
cording to the fertilizer removed by the crop. The troubles 
with unstable money are familiar to us. Inflation was worse 
in Denmark than in the United States, therefore, the prob- 
lems were more serious. In the published reports live stock 
was inventoried at five-year average prices. In many cal- 
culations inventories were made on the basis of previous 
prices, and separate calculations made on the basis of cur- 
rent prices. 

They have the same difficulties that are experienced in 
the United States. The farms on which accounts are kept 
are much better than the average so that if a complete 
picture is desired of the agricultural industry, cost account- 
ing does not give it. The method: of using agricultural sur- 
veys for the major studies with cost accounts as a supple- 
ment and check has not been much used in Europe. It 
would probably be successful in the more advanced coun- 
tries. 

The depression in the animal industry in 1918 was even 
more serious than in the United States. The milk produc- 
tion per cow in 1918-19 was only sixty-one per cent of the 
production for the previous year owing to difficulty in get- 
ting feed. The milk production per cow in 1916-17 was 
7300 pounds. On farms on which cost accounts were kept 
in New York State it averaged 6290 pounds. Judging by 
data on farms which I visited this was before the shortage 
of feeds had checked production seriously. Two years later 



'Larsen, 0. H. and Dokken, lvar, " Under sogelser over Landbrugets 
Driftsforhold IV. Regnskabsresultater fra danske Landbrug i Aaret 
1919-20" Det landokonomiske Driftsbureau. Kobenhavn, 1921. 

— , "Forelobig Oversigt over Landbrugets 

Driftresultat i Regnskabsaaret 1920-21." Meddelelser fra Det landoko- 
nomiske Driftsbureau. 1 Meddelelse. 10. Aug. 1922. 
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it dropped to 4520 pounds per cow. This is one of the many 
indications of how dependent Danish agriculture is on 
the Americas. To a considerable extent Danish agriculture 
is the process of mixing some Danish crops with American 
feeds. The average hours work per horse was 1255 to 
1355 in different years. In New York it averaged 990 for 
five years. 

The social distribution of farm incomes was given as 
follows: hired labor 25 per cent; family labor and manage- 
ment 21 per cent; taxes 4 per cent; balance to cover interest 
paid, interest earned on owned capital, and profits 43 per 
cent. 

During the period of high prices, intensive farm opera- 
tions paid best just as they did in all other countries. This 
is because farm wages lagged behind prices. Denmark 
did not begin to deflate until nearly a year later than 
the United States. With the fall in prices intensive opera- 
tions will be less profitable although wages in Denmark 
may follow prices more closely than in America because 
they have fewer cities. When farm prices drop, farm la- 
bor does not resist wage adjustments as does city labor. 

Czecho-Slovakia apparently stands next to Denmark in 
farm management work. Dr. Vlad Brdlik is Professor of 
Economics in the University of Prague, and Director of the 
Agricultural Institute for Bookkeeping and Farm Manage- 
ment. This is much like the Division of Farm Management in 
the Department of Agriculture. It receives part of its sup- 
port from the government and part from the farmers. The 
following statement is taken from Mr. Callander's notes: 

"In farm management and cost of production studies 
Czecho-Slovakia probably stands next to Denmark in Eu- 
rope in the advancement made in a scientific study of those 
matters. This work has been going on for ten years in the 
provinces of Bohemia and Moravia, and is now being ac- 
tively extended to Slovakia and Subcarpathian Russia and 
Silesia. Over 500 farmers in Bohemia and Moravia have been 
keeping detailed cost records for a period of ten years. The 
farmers whose records are being kept contribute a portion 
of the expense, the amount of which is based on the num- 
ber of hectares in the farms. The small farmers contribute 
but little, while the larger land holders meet a large per- 
centage of the expense of handling their accounts. In one 



warren: notes on farm accounting. 213 

case four large farms contribute sufficient to pay the sal- 
ary and expenses of one official in the institute. When the 
work was first started it was done gratis for the farmer and 
as a result there was a turn-over, i. e., a dropping out, of 
about 50 per cent yearly in number of farms for whom ac- 
counts were kept. Now that the farmers are paying for 
the work, they are taking a keener interest in it and the 
turn-over is about 20 per cent a year. Those farmers who 
have continued to send in reports for ten years will be re- 
warded in some satisfactory manner, probably by a hand- 
some diploma, or in a more substantial way, such as a new 
agricultural implement. 

"Each of the farmers sends in a weekly report of sales 
and purchases, hours of work performed, etc. These weekly 
reports are recorded on large blanks at the institute and 
from these are carefully summarized. At the end of the 
year, each farmer receives from the institute a detailed sum- 
mary for his farm showing the results of his year's work 
and the net profit or loss on his farm. At the same time he 
is furnished with a statement of the average profits per 
hectare, per man, etc., for his district in order that he may 
compare his own efficiency with that of other farmers in 
the district and thus stimulate him to greater effort. 

"These detailed records are kept by double entry book- 
keeping. In addition to these the institute has a much 
simpler system of accounting for farmers who do not wish 
to undertake the more detailed plan. Usually the farmer 
starts off by using the simpler plan. When work is started 
in a district usually an expert visits it and furnishes in- 
formation and instruction lor handling the work. Fre- 
quently the farmers who have been keeping accounts for 
some time act as instructors for the beginners. 

"Recently two sets of questionnaires covering a period 
of five years were sent out, one, rather simple in form, go- 
ing to the peasants and small farmers and the other to the 
large estates. Fifteen hundred returns were secured from 
Bohemia, 600 from Moravia, and 400 from Slovakia. In 
the eastern provinces of Slovakia and Subcarpathian Rus- 
sia schools for adults for the purpose of instructing them 
in the keeping of accounts are conducted from time to time. 

"The institute has branch offices at Bruno, Bratislava and 
Uzhorod. The most efficacious argument for persuading the 
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farmers to keep books is that when they have these records 
they will be in a position to prevent the unjust imposition 
of income taxes. 

"From the studies made of the hundreds of accounts the 
institute publishes reports from time to time showing the 
cost of production of various crops and numerous other data. 
The statistical information obtained from the records is kept 
in a variety of ways, thus affording a rich storehouse for the 
study of many of the problems affecting agriculture." 2 

As in the United States, much of the European work gives 
too much attention to money units and too little attention 
to the more stable and usually more significant facts such 
as hours of labor, pounds, and the like. Money units mean 
little except at the moment. They do not provide for anal- 
ysis. Hours and pounds are fixed quantities and are sig- 
nificant for all times and furnish means of analysis of the 
causes of profits or losses. In general, as in America, there 
is a tendency to give too much weight to the costs and too 
little to business analysis. 

Thus far the amount of statistical help has not been great 
enough to allow for the best development of the research 
phases of the work, but with the large number of accounts 
in the hands of the central agencies we may look for im- 
portant research work dealing with the organization of 
agriculture in Europe. 



"Translation of the forms used in Czecho- Slovakia are available in the 
Bureau of Agricultural Economics, Washington, D. C. 



